§735.12

to the principal. Cancellation of this bond
shall not affect any liability that shall have
accrued under this bond prior to the effective
date of cancellation.

This bond shall be effective on and after

A bond in this form shall be subject
to 7 CFR 735.5 and 735.12 through 735.15,
and 31 CFR part 225; or

(b) In the form of a certificate of par-
ticipation in and coverage by an in-
demnity or insurance fund as approved
by the Secretary, established and
maintained by a State, backed by the
full faith and credit of the applicable
State, and which guarantees depositors
of the licensed warehouse full indem-
nification for the breach of any obliga-
tion of the licensed warehouseman
under the terms of the Act and regula-
tions. A certificate of participation and
coverage in such fund shall be fur-
nished to the Secretary annually. If ad-
ministration or application of the fund
shall change after being approved by
the Secretary, the Secretary may re-
voke his approval. Such revocation
shall not affect a depositor’s rights
which have arisen prior to such revoca-
tion. Upon such revocation the licensed
warehouseman then must comply with
paragraphs (a) or (c) of this section.
Such certificate of participation shall
not be subject to §§735.12 and 735.13; or

(c) In the form of a deposit with the
Secretary as security, United States
bonds, Treasury notes, or other public
debt obligations of the United States
or obligations which are uncondition-
ally guaranteed as to both interest and
principal by the United States, in a
sum equal at their par value to the
amount of the penal bond required to
be furnished, together with an irrev-
ocable power of attorney and agree-
ment in the form prescribed, author-
izing the Secretary to collect or sell,
assign and transfer such bonds or notes
so deposited in case of any default in
the performance of any of the condi-
tions or stipulations of such penal
bond. Obligations posted in accordance
with this paragraph may not be with-
drawn by the warehouseman until one
year after license termination or until
satisfaction of any claims against the
obligations whichever is later. A bond
in this form shall be subject to 7 CFR

7 CFR Ch. VII (1-1-01 Edition)

735.5 and 735.12 through 735.15, and 31
CFR part 225.
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§735.12 Amount of bond; additional
amounts.

(a) The amount of bond to be fur-
nished by each warehouseman under
the regulations in this part, shall be
the rate of ten dollars ($10.00) per bale
for the maximum number of bales that
the warehouse accommodates when
stored in the manner customary to the
warehouse as determined by the Sec-
retary, but not less than twenty thou-
sand dollars ($20,000) nor more than two
hundred fifty thousand dollars
($250,000); except as provided in para-
graphs (b) and (c) of this section.

(b) In case a warehouseman is li-
censed or applying for licenses to oper-
ate two or more warehouses in the
same State, he may give a single bond
meeting the requirements of the Act
and the regulations in this part to
cover all his warehouses within the
State and shall be deemed to be one
warehouse only for purposes of deter-
mining the amount of bond required
under paragraph (a) of this section.

(c) In case of a deficiency in net as-
sets above the twenty-five thousand
dollars ($25,000)0 minimum required by
§735.5(d)(1), there shall be added to the
amount of bond determined in accord-
ance with paragraph (a) of this section
an amount equal to such deficiency or
a letter of credit in the amount of the
deficiency issued to the Secretary for a
period of not less than two years to co-
incide with the period of any deposit of
obligations under 7 CFR 735.11(c). Any
letter of credit must be clean, irrev-
ocable, issued by a commercial bank
payable to the Secretary by sight draft
and insured as a deposit by the Federal
Deposit Insurance Corporation.

(d) If the Secretary, or his designated
representative, finds that conditions
exist which warrant requiring addi-
tional bond, there shall be added to the
amount of bond as determined under
the other provisions of this section, a
further amount to meet such condi-
tions.

[Amdt. 2, 53 FR 27150, July 19, 1988]

220



